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	Session-at-a-glance


	Session Learning Objective:

Given the general principles of Regulatory System and important features of the various Acts, the learner will obtain an overview of the features under various Acts to the extent that it will make him aware of the salient features of various Acts under which the Regulatory System has been set up, as evaluated by the Instructor.

Materials Required:

PC, LCD, White-board, Markers, Slides, exercise.
	
	Session Structure:
	Teaching Method Used
	Time Required

	
	
	Session Overview and Learning Objective

Basic Concepts

Key Teaching Points (KTP)

1. General Principles governing the creation of various Regulatory Authorities

2.Important features of the various Acts

Evaluation

Summary
	Lecture and Slide 3.1

Lecture: Basic Principles of Regulatory System

Lecture / Slide 3.2

Lecture and Slide 3.3.1 to 3.3.4

Exercise

Lecture
	5 minutes

5 minutes

15 minutes

20 minutes

25 minutes

5 minutes

	
	
	
	Total Time Required
	75 minutes

	Notes:


Audit of Regulatory Bodies
	Session Name and Title: Salient Features of the Acts in Regulatory System
	Session Guide


	Instructor’s Guide
	
	Reference

	Participant Response

	Session Overview:
             Welcome the participants to the session.
Tell: 

In this session we are going to discuss the salient features of various Acts under which different Regulatory Bodies have been created.
Learning objective:

Given the general principles of Regulatory System and important features of the various Acts, the learner will obtain an overview of the features under various Acts to the extent that it will make him aware of the salient features of various Acts under which the Regulatory System has been set up, as evaluated by the Instructor.

Experience (1)

Tell: I will now be explaining the general Goals for the creation and functioning of the various Regulatory Authorities.

Explain: 

The general Goals as in the Instructor’s Notes and Slide 3.2

Reflection (1)
Ask: the participants to tell the general principles for the functioning of Regulatory Bodies.  

Ask: them also about their doubts.

Generalisation (1) Discuss participants’ views and elaborate on the general principles.

Experience (2): 
Tell: I will now be explaining the important provisions under various Acts relating to the creation and functioning of various Regulatory Authorities.

Explain: using the Slide and the Instructor’s Notes, the important provisions under various Acts relating to Power Sector, Telecom Sector, Ports Sector, Insurance Sector, etc.
Reflection (2): 

Ask: the participants to individually write down 10 salient features under the various Acts.

Evaluation:

Allow 15 minutes to the participants to do the exercise and thereafter discuss the pointed noted by them.
Summary:

Distribute the Participant’s Notes and briefly discuss the salient features mentioned therein.

Thank the participants and bring the session to a close.


	
	Lecture

Lecture and Slide 3.1

Slide 3.2

Lecture and Slide 3.3.1 to 3.3.4

Exercise


	Look for response from participants and suitably clarify the doubts raised.




INSTRUCTOR’S NOTES

SALIENT FEATURES OF THE ACTS IN REGULATORY SYSTEM

Session Overview:
In this session we are going to discuss the salient features of various Acts under which different Regulatory Bodies have been created.

Learning Objective:

Given the general principles of Regulatory System and important features of the various Acts, the learner will obtain an overview of the features under various Acts to the extent that it will make him aware of the salient features of various Acts under which the Regulatory System has been set up, as evaluated by the Instructor.

Key Teaching Point – 1:
Regulatory Bodies are set up to protect the interests of both, service providers and consumers, in the emerging regulatory environment in India.  The consumers and consumer organizations have been clamoring for independent regulatory authorities for very many years.  Most of the developed countries have independent regulatory authorities, which are transparent, independent and provide for public participation in true spirit of democracy.  The regulatory process which has started in India in right earnest, witnessed the creation of new Regulatory Commissions, the appointment of Chairman and Members of the Commissions.  To some extend, these changes have occurred because of the recognition of its future needs for access to capital, to finance its very large expansion of various industries and infrastructure, viz., Power, Telecommunication, Ports, Insurance Sectors, etc.  Indian Regulatory Bodies faced the task of carving a path for the future.  It has, therefore, become necessary to articulate public policy goals for the new regulatory environment.  The goals include the following objectives:

· Assuring the financial integrity of the utility tariff

· Assuring fair prices for the customer

· Providing for protection of customer from the potential abuse of a monopoly supplier

· Providing reliable service at least cost

· Providing for protection of the environment

Traditionally, State ownership and management for the provision of infrastructural services, such as, Power, Telecom, Insurance, etc., was advocated in the belief that it would be self-regulatory in the best interests of consumers.  However, over the years, a variety of outside influences brought about abuse of monopoly power by Government ownership.  Therefore, process of introducing private sector participation in these areas was realized.  This had to be accompanied by regulatory reforms.  The regulatory reforms aim to increase the overall efficiency of regulation by introducing independent public participation, oriented regulation as opposed to Government regulation.  In cases where independent regulation already existed, regulatory reforms comprised of changes to target regulation more effectively by improving regulatory framework and design.  These reforms implied the rebuilding of regulatory institutions to effect improvements in the regulatory process.

Key Teaching Point – 2:
The compulsion for change in India gained momentum from an ever-growing gap between demand and supply in infrastructural services.  The mismatch between supply and demand in services of all public utilities posed an additional burden on the regulator.  The regulator not only had to provide regulatory oversight of existing operations of the utility, but also had to ensure that the utility can source adequate funds to meet the shortfall in a prudent manner.  With these objectives in view, the Government had enacted various legislations to create regulatory bodies in various sectors, like, the Telecom Regulatory Authority of India, the Electricity Regulatory Authority, Insurance Regulatory Authority, Port Regulatory Authority, Communications Commission of India, SEBI (Stock Exchange Bureau of India).  We discuss below the features of the various Acts:

1. Power Sector:  The Indian Power Sector is dominated by vertically integrated State Electricity Boards operating in each State in charge of generation, transmission and distribution.  The Power Sector was regulated by Government agencies, like, the Central Electricity Authority and the State Electricity Boards till the 1990s.  Under a policy initiated in 1991, the Government of India brought about a reform in the Indian Power Sector inviting increased private sector participation.  This led to a plethora of problems on account of the independent producer selling its power to the State Electricity Board in that particular State.  The solution to the problems came in the form of Electricity Regulatory Commission set up under the Electricity Regulatory Commission Act, 1998.  All Electricity Regulatory Commissions are mandated to set tariffs for transmission and distribution.  While the Central Electricity Regulatory Commission sets tariff for Centrally owned generation companies, State Electricity Regulatory Commissions do not regulate generation tariffs except in an independent manner as power purchase cost of transmission companies are the State Electricity Board.  The licensing of generating companies continues to be within the purview of State and Central Government, while Electricity Regulatory Commissions are required to license transmission and distribution in States where these powers have been notified by the State Government.  The old provision in the State Electricity Supply Act, 1948, namely, “the undertaking shall manage its affairs of generating transmission, distribution and supply of electricity in most efficient and economical manner”, continue to exist even after restructuring of the Power Sector and establishment of Regulatory Commissions.  The Central Electricity Regulatory Commission has the responsibility of:
· Regulating the tariff of generating companies owned or controlled by the Government of India.

· Regulating the tariff of generating companies other than those owned or controlled by the Government of India, if such generating companies enter into or otherwise have a composite scheme for generation and sale of electricity to more than one state. 
· Regulating the interstate transmission of energy including tariff of transmission utilities. 
· Promoting competition, efficiency and economy in activities of the electricity industry. 
· Aiding and advising the Government of India in the formulation of tariff policy. 
· Arbitrating 0r adjudicating upon disputes involving generating companies or transmission utilities. 
Section 22 of the Electricity Regulatory Commissions Act enables state governments to set up state electricity regulatory commissions to perform the tasks of:

· Determining power tariff - wholesale, bulk, grid or retail- in the manner provided under Section 29.

· Determining the tariff payable for the use of transmission facilities in the manner provided under Section 29.


· Regulating power purchase and procurement procedures of transmission and distribution utilities including the price at which power shall be procured from generating companies, generating stations or from other sources for transmission, sale, distribution and supply in the state.

· Promoting competition, efficiency and economy in the activities of the electricity industry to achieve the objectives and purposes of this legislation.

The above functions are mandatory for all state electricity regulatory commissions. However, several other functions stated under Section 22(2) of the Electricity Regulatory Commissions Act enable state governments, at a later date, to notify in their official gazettes, any of the following functions upon the state electricity regulatory commissions:

· Regulating investment approval for generation, transmission, distribution and supply of electricity to the entities operating within the state.

· Aiding and advising the state government in matters concerning electricity generation, transmission, distribution and supply in the state.

· Regulating the operation of the power system within the state.

· Issuing licenses for transmission, bulk supply, distribution or supply of electricity and determining the conditions to be included in the licenses.

· Regulating the working of licensees and other persons authorized or permitted to engage in the electricity industry. in the state and promoting their working in an efficient, economical and equitable manner.

· Requiring licensees to formulate perspective plans and schemes in coordination with others for the promotion of generation, transmission, distribution, supply and utilization of electricity, quality of service and devising proper power purchase and procurement processes.

· Setting standards for the electricity industry in the state including standards relating to quality, continuity and reliability of service.
· Promoting competitiveness and creating avenues for participation of the private sector in the electricity industry in the state and also ensuring a fair deal to the consumers. Laying down and enforcing safety standards.

· Aiding and advising the state government in the formulation of the state' power policy. Collecting and recording information concerning generation, transmission, distribution and utilization of electricity.

· Collecting and publishing data and forecasts on the demand for and use of electricity in the state and requiring licensees ~o collect and publish such data.

· Regulating assets, properties and interest in properties related to the electricity industry in the state including the conditions governing entry into and exit from the electricity industry to safeguard public interest.

· Adjudicating disputes and differences between licensees and utilities and referring these matters for arbitration.

· Coordinating with environmental regulatory agencies and evolving policies and procedures for appropriate environmental regulation of the electricity sector and utilities in the state.

· Aiding and advising the state government on any other matter referred to the commission by the government.

2. Telecommunications Sector: The Department of Telecommunications was both the operator and regulator under the Indian Telegraph Act, 1885 and the Indian Wireless Telegraphy Act, 1933.  In 1991, Telecom Sector was opened up for private participation for the manufacture of telephone equipment.  Value Added services were opened in 1992.  Two years later, National Telecom Policy came into effect adding Government commitments for further liberalization.  The Telecom Regulatory Authority of India (TRAI) was set up in 1997 and was reconstituted under Act 2000.  The TRAI issued consultation paper on quality in 1998 proposing certain benchmarks on consumer facility, technology parameters, quality of communication and grades of services.  The paper also proposed criteria for quality assessment of various services, penalties and rebates for non-performance, a feedback mechanism for monitoring and redressal of consumer complaints.  However, there was no criteria for measuring standards and information required for assessment of standards.  Under the TRAI Act, 2000, the TRAI is to be obligatorily consulted by the licensor as regards terms and conditions and the extent of competition.  However, its recommendations will not be binding upon the licensor.  It is the final authority both in regard to price fixation and determination of interconnection charges.  The resolution of all disputes between the licensor and the licensee companies, does not lie within the jurisdiction of TRAI.  The Telecom Disputes, Resolutions and Adjudication Tribunal is entrusted with this responsibility.

3. Ports Sector: Under the Indian Ports Act, 1908, the Government of India, Director General (Shipping) and State Governments were the regulators.  After the leasing of port facilities, which was permitted in 1994, and the creation of new facilities in existing ports as well as the setting up of new ports in 1996, the Tariff Authority for Major Ports (TAMP) was established under Ports Law (Amendment Act) 1997.  The Acts further provides for the supercession of the TAMP at the discretion of the Government. / Unlike the Telecom and Power Sectors, quality improvements as a part of the regulatory requirements have not been incorporated under the Ports Law (Amendment Act), 1997.  However, the Act enjoins upon the TAMP to frame a scale of rates at which a Statement of Conditions under which any of the services specified there-under, shall be performed by the Board.  This Statement of Conditions is used as a regulatory mandate to ensure improvement in service quality.  The Consultation Paper, TAMP 1998, make it mandatory that the service provided or facilities extended should be of good quality and must be efficiently done so that user is not required to pay extra for inefficiencies even if the payment is to be at approved rates.  Further, Port Trusts are required to set for themselves targets for improvements in levels of productivity and the TAMP ensures realization of targets within a stipulated time.

4. Insurance Sector: The Controller of Insurance was functioning as the regulatory authority under Insurance Act, 1938 till the setting up of Insurance Regulatory and Development Authority (IRDA) under Act 41 of 1999.  The IRDA is entrusted under the Act with the authority to regulate, promote and ensure orderly growth of insurance business sector.  The IRDA also functions as registration authority for licensing, renewal, suspension and cancellation of registration of the service providers.  The IRDA was set up mainly to protect the interests of the policy holders.  However, the Act authorizes the Government of India to supercede the regulatory authority at its discretion.

CONCLUSION
Having examined several dimensions of regulatory issues, it becomes clear that the regulatory mechanism, by itself, is the most democratic one that amply provides for the protection of consumer, as the regulatory authorities can compel institutions to respond to genuine consumer grievances.  The Acts laid down procedures that are expected to ensure the autonomy of regulators.
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· Adjudicating disputes and differences between licensees and utilities and referring these matters for arbitration.

· Coordinating with environmental regulatory agencies and evolving policies and procedures for appropriate environmental regulation of the electricity sector and utilities in the state.
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8. Insurance Sector: The Controller of Insurance was functioning as the regulatory authority under Insurance Act, 1938 till the setting up of Insurance Regulatory and Development Authority (IRDA) under Act 41 of 1999.  The IRDA is entrusted under the Act with the authority to regulate, promote and ensure orderly growth of insurance business sector.  The IRDA also functions as registration authority for licensing, renewal, suspension and cancellation of registration of the service providers.  The IRDA was set up mainly to protect the interests of the policy holders.  However, the Act authorizes the Government of India to supercede the regulatory authority at its discretion.
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